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Thank you, Chairwoman Veldzquez, Ranking Member Chabot, and members of the committee for the
opportunity to talk about the urgent need to reform the US visa system to better serve our nation in the
21st century. I’'m a senior research fellow and codirector of the Trade and Immigration Project at the
Mercatus Center at George Mason University. The Mercatus Center is the world’s premier university
source for market-oriented ideas—bridging the gap between academic ideas and real-world problems.

Today, I would like to suggest the following three takeaways:

1. The H-1B visa program and the high-skilled immigration it facilitates are key to the prosperity
of the US economy, including the healthcare sector.

2. Small businesses as well as large businesses have a stake in a more modern, streamlined, and
market-driven immigration system.

3. Key reforms should include raising the cap on annual H-1B visas and employment-based green
cards and repealing the antiquated per-country quotas on green cards.

High-skilled immigration to the United States has been and continues to be a fundamental driver of
wealth and job creation. If the United States is to avoid losing an ever-greater pool of talent to other
developed nations, then it needs to ensure that its talent-based visa system continues to attract the best
and brightest that the world has to offer.

H-1B VISAS ARE INTEGRAL TO THE US ECONOMY

The H-1B visa program, created by Congress in 1990, has played a fundamental role in promoting
innovation and business growth in the United States for almost 30 years. The work-focused visa allows
US companies to hire high-skilled workers, predominantly in the computer and information technology
sectors. Under the H-1B visa program, 65,000 new visas are issued every year, with an additional
20,000 available to workers with a master’s degree or higher from a US institution. These temporary
visas last for three years and can be extended for an additional three years.

The H-1B visa is an integral part of an immigration system that, for all its shortcomings, has been an
effective on-ramp for immigrants to become permanent contributors to the American economy and
society. Under the US system, foreign-born students can study in the United States under an F-1 visa,
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qualify for one to three years of employment after graduation under the Optional Practical Training
(OPT) program, work under the H1-B program for up to six additional years, apply for legal permanent
residency status through an employment-based green card, and eventually apply for citizenship.

Welcoming immigrants with talents, skills, and ambition has been a blessing to the US economy and the
nation as a whole. As Mercatus Center scholars find in a recently published policy brief,! the economic
benefits of the H-1B visa program go beyond the foreign-born workers themselves to boost investment
and innovation in ways that create significant opportunities for Americans. Recent research has
demonstrated that H-1B immigrants to the United States tend to generate more patentable technologies
than natives: though they constitute 18 percent of the 25-and-older workforce, immigrants obtain 28
percent of high-quality patents.? Other research examining short-run fluctuations in the number of H-
1B visas similarly concludes that immigrants add to aggregate innovation.® The greater number of
patents contributes to productivity gains for American workers.* The more productive American
workers become, the more their wages are likely to rise.

Academic research has also demonstrated that H-1B visa holders actually increase the wages of
Americans because of the complementary nature of their skills. Matthew Slaughter, former member of
President George W. Bush’s Council of Economic Advisers, noted in a survey of immigration and
productivity growth, “Skilled immigrants tend to complement, not substitute for, native-born workers
in U.S. companies. Companies that hire more skilled immigrants tend to hire more native-born workers
as well.”® Another study revealed “that a rise in the growth of foreign STEM workers by one percentage
point of total employment increases growth in the wages of native college educated workers by a
statistically significant 7-8 percentage points.”®

Attracting skilled foreign-born workers is especially important for America’s healthcare sector. One in
four medical doctors in America is foreign born, and that share is often much higher in underserved,
rural areas.” With an average of 10,000 baby boomers reaching age 65 each day, the demand for doctors
in America is expected to grow by 90,000 new physicians by 2025.8 Without an adequate number of
doctors, patients will face longer waiting times and inferior service. Foreign-born doctors graduating
from US medical schools and the top graduates from accredited foreign medical schools are readily
available to fill the gap.

Yet only 4.1 percent of approved H1-B visas in fiscal year (FY) 2017 (14,884) were issued to workers in
medicine and health. Just over half of those visas were for physicians and surgeons (7,704), according
to the Department of Homeland Security’s most recent report on the H1-B workforce.” The J-1 visa
waiver program for international medical students is another channel, but that program requires
congressional reauthorization each year. Doctors from India are typically forced to wait for years or
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even decades to receive a green card because of the antiquated 7 percent cap the United States still
imposes on visas for workers from any one country.

Many high-skilled foreign-born workers in the US workforce begin their journey as students at US
universities and colleges enrolled under the F-1 student visa program. In 2018, 1,094,792 international
students studied at US colleges and universities, representing roughly 1 in 20 college students. These
international students contributed $39 billion in economic activity and supported more than 455,000
jobs in the US economy during the 2017/18 academic year.’’ In New York, for example, during the
2017/18 academic year, 121,260 international students were enrolled in postsecondary institutions.
Those students generated $5 billion in economic activity and created or supported 58,095 jobs in the
state. In Ohio, 37,583 international students were enrolled, generating $1.2 billion in economic activity
and creating or supporting 14,474 jobs."

IMMIGRATION AND SMALL BUSINESS

Immigration is just as important to small businesses as it is to large corporations. With the
unemployment rate less than 4 percent and job openings exceeding available workers, small business
owners across America are facing the same tight labor conditions as other employers. A recent survey of
small business owners found that more than a quarter of them identified immigration policy as their top
concern.’? Immigrant workers play a key role in meeting the workforce needs of such small-business
sectors as hotels and restaurants, construction, landscaping, retail, and services, not to mention family
farms. Immigrants are also more likely than native-born Americans to become entrepreneurs and small
business owners themselves.’® One recent demographic study found that immigrants account for 40
percent of new businesses in California, New York, and New Jersey.!*

The current US immigration system can pose big challenges for small business. Small enterprises
typically lack access to the legal and human resources expertise necessary to navigate the complexities
of US immigration law. They are less able to bear the expenses and compete successfully to secure the
limited H-1B visas for the most skilled foreign workers. The cost of processing an H-1B visa or green
card can be prohibitive for a small enterprise. A survey by the Government Accountability Office found
that 60 percent of small businesses “incurred significant business costs resulting from petitions denied
due to the cap, delays in processing H-1B petitions, and other costs.”*® Unlike large multinational
companies, small businesses do not have the options of locating certain operations off-shore or of
transferring employees from abroad through the L-1 visa.

THE US VISA SYSTEM NO LONGER MEETS CURRENT NEEDS

The H-1B Visa

Despite the growing workforce needs of the US economy and the economic opportunities that the H-1B
visa program has brought to the United States, the program has become noticeably more restrictive in
recent years. Historically, H-1B visa approval rates for visas awarded in the lottery have fluctuated
between 75 percent and 87 percent since 2007; however, in 2017 the percentage of H-1B visa
applications that were approved fell to just 59 percent. US Citizenship and Immigration Services
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(USCIS) received 190,098 H-1B visa applications in FY 2018, a 4 percent drop from 2017, when 199,000
applications were filed. That is also a sharp decline from the peak in 2016, when the government
received 236,000 applications. The dramatic increase in denials and Requests for Evidence (RFEs) is
having a negative effect on the number of high-skilled workers applying for H-1B visas.

In order to avoid stifling the great innovation and financial investment in the United States that comes
with having a highly skilled migrant labor force, the existing H-1B visa program will need to expand its
tight cap of 85,000 visas. The number of existing visas under the H-1B visa program represents less
than half the revealed demand for H-1B visas in 2018. Last year, US companies filed 190,098
applications for H-1B workers, but the maximum allocated number of H-1B visas under the current
lottery system was only 42 percent of the visas requested by US employers.

The existing cap of 65,000 regular H-1B visas was originally set by Congress in the Immigration Act of
1990. Congress temporarily raised the cap to 195,000 in FY 2001 to 2003, but then it was allowed to
drop back to 65,000. In 2004, Congress exempted an additional 20,000 H-1B visas a year from the
annual limit for foreign-born workers with a master’s degree or higher from a US university.

The 65,000 cap on regular H-1B visas remains where it was in 1990 despite the growth of the US labor
force and the advent of the information technology economy, where 70 percent of H1-B workers are
employed. In 1990, when Congress set the still-binding cap, there was no World Wide Web available to
the general public, no Google, Facebook, or Amazon, and no ecosystem of high-tech startups and
“unicorns” that exist today employing high-skilled workers to innovate and create new products.'

Meanwhile, since 1990, while the H-1B visa cap has remained stuck at 65,000, the US workforce has
grown by 38 million, from 119 million to 157 million. The number of jobs in “professional, scientific, and
technical services,” which includes computer and information technology workers, has doubled from
4.6 million to 9.4 million. The number of jobs in healthcare, including hospitals and ambulatory care,
has nearly doubled, from 6.5 million to 12.9 million."”

Employment-Based Green Cards

Another layer of the US immigration system that has been frozen in time since 1990 is the number of
employment-based “green cards” for legal permanent residents. Despite the growth in the US economy
and labor demand in the past three decades, the number of employment-based green cards remains
fixed at 140,000 as set by the Immigration Act of 1990. About half of the green cards issued each year
are not for primary workers, but for spouses and minor children. The visas are also limited by per
country quotas, which bars more than 7 percent of the visas from going to immigrants from any one
country, contributing to the long backlogs. The green cards are closely linked to the H-1B program,
since the H-1B is a “dual intent” visa that allows the holder of the temporary “nonimmigrant” visa to
apply for permanent status.

REFORMING THE VISA SYSTEM FOR THE 21ST CENTURY

The US visa system needs to be reformed at multiple levels to function in the best interest of our nation.
Based on our research at the Mercatus Center and the changes in the economy outlined above,'® the
following reforms would help bring the US visa system in alignment with current needs:
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Raise the H-1B cap to meet the demands of the US labor market. The number of regular H-1B visas should
at a minimum be doubled to 130,000, which would generally reflect the growth since 1990 in the sectors
of the workforce (such as information technology and healthcare) where high-skilled workers are most
in demand. A tripling of the number of visas to 195,000 would be even better, roughly matching the
current level of demand for visas as revealed each April when the application process opens. The higher
cap should contain an annual escalator tied to the growth of the overall workforce or ideally those
sectors where H-1B workers are more likely to be employed. In addition to more regular H-1B visas, an
additional 20,000 visas should be maintained for foreign-born students who earn a postgraduate degree
from a US institution. The cap could be repealed altogether for H-1B workers in the healthcare field,
just as the cap has been lifted for H-1B workers at universities and nonprofits.

Congress should not worry about setting the H-1B cap too high. The experience of the early 2000s
showed that the market itself sets a cap on the number of visas by the labor force demand in the
economy. When the dot-com bubble burst in 2000/01, the number of H-1B visa petitions issued fell to
79,100 in FY 2002 and 78,000 in FY 2003, even through Congress had temporarily raised the cap to
195,000 in those same years. The more than 100,000 unclaimed H-1B visas in each of those years
demonstrated that visa applications are highly responsive to labor market conditions.!” A much higher
cap would also reduce or even eliminate the need to apportion H-1B visas by the lottery system and
would instead ensure that visas would not be arbitrarily denied to the most skilled and economically
valued workers.

Increase the number of employment-based green cards. The 1990 cap of 140,000 should be at least
doubled to reflect the growth in the sectors most in need of high-skilled workers. As an alternative or
additional reform, the spouses and minor children of the primary green card worker should be exempt
from the cap. The additional visas could be increased proportionately among the major employment-
based preference categories or realigned according to more specific needs of industry and the US labor
market. Such an increase would, for the reasons outlined above, boost US economic growth, innovation,
and productivity while slowing the decline of US labor-force growth and improving the fiscal position
of the US government. And by matching any growth in H-1B visas, the increase in the number of
employment-based green cards would avoid aggravating the existing backlogs for skilled-immigrant
green cards.

Repeal the per-country quotas on employment-based green cards. Under the quotas, the number of family
and employment preference visas that can be issued to people from any one country is limited to 7
percent of the annual total. That is an effective cap of about 25,000 per country. The cap is currently
binding for potential immigrants from China, India, Mexico, and the Philippines, which creates long
waiting lines for employment visas even when an employer is ready to hire the potential immigrant,
who may have proven to be a productive employee while on a temporary visa.2’ The caps have the
effect of discriminating against potential immigrants based solely on their place of birth while having
the practical effect of denying legal permanent resident status to well-qualified candidates who have
already proven their value to their employers and the US economy.
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